
'"7^. .-

SENATE FINANCE & CLAIMS

Exhibit No

The Local Government funding
and Structure Committee

uate 4'6'/1
FJ1nNa. *_ Hrwr

SIMPLIFICATIOru
S* /t*

2I^ST CENTURY
Findings and Recommendations November 2000

"The collection and distribution system for these taxes and
lrees will be simple, efficient, accurate, and timely."



Table of Contents

Transmittal Letter

Committee Names. ...... iv

Executive Summary ....,....1

Final Report
Introduction.......... .............. b
Mission and Goals of the Local Government Fundinq and Structure

idffi:l.l*.]lil..............':::::::l...'..ll
District Court Revenue and Cost Changes ...............54
Welfare Change... .............60
State lmpact .............64
Budgeting and Accounting Laws ............. .................67
Mandate Guidelines .............70
Earmarked Revenue Guidelines ....................72
Elimination of Specific Mill Levy Caps and Fee Rates .................74
Property Tax Limit ....76
Committees......... .....80
Local Option Sales Tax ......... ...................88
Realty Transfer Tax......... .........92

Appendix
Local Government rables of Revenue and Expenditure changes ........A-1

Legislation
Big Bill .... LC500.l
Budgeting and Accounting Laws LC5002
Earmarking.......... ..,..... LC5003
Committees ......... .......1C5000
Local Option Sales Tax ........ LCS004
Realty Transfer Tax . ... 1C5005



The Local Government Funding
and Structure Cornmittee

SIMPLIEICATTON
S* tI*

2 TST

CENTARY

DATE:

FROM:

SUBJECT:

Cornmittee Authorized by the 1999 Legislature

October 6, 2000

Governor Racicot
Representative John Mercer, Speaker of the House
Representative Emily Swanson, Minority Leader
Senator Bruce Crippen, President of the Senate
Senator Steve Doherty, Minority Leader

Representative Bob Story, Chairman
Harold Blattie, Vice Chairman

Final Local Government Funding and
Structure Committee Report

We forward the following report from the Local Government Funding and
Structure Committee established by Senate Bill 184 of the 1gg9 Legislature. The
need for the committee was based on the prospect of an annual $55 million
property tax increase for local government and school budgets, which could
occur if the SB184 reimbursements were allowed to sunset June 30,2001, and

lhll thanOes required to move all Montana governments toward the following
SB184 vision.

we are dedicated to a partnership among state, county, city and
school districts that is based on mutual trust and respect for local
authority. This paftnership wilt enabre all governments to respond
to the demands of their citizens in the 21't century through a
revenue sysfem that is simple, understandable, equitable, stabte
and adequate and through a revenue collections and distribution
sysfem that is simple, efficient, accurate and timely.

All governments and citizens deserve a revenue system that produces adequate
and relatively constant revenue, treats individuals and businesses fairly, is easy
for taxpayers to understand, minimizes administrative costs and has all economic
activity and wealth contributing proporlionally to support government service. A
high quality revenue system is composed of taxes that complement one another



and the finances of both state and local governments. One especially important
issue is the relationship of state and local taxing jurisdictions. State policy
makers should consider how state tax decisions affect local governments, and
local governments should consider how their budget decisions affect the
taxpayer and the state revenue system. A high quality revenue system reflects
the limitations and financial responsibilities state government places upon local
government. State policy makers should be explicitly aware of the costs state
mandates impose on local governments. Local government should have the
authority to raise sufficient revenue to meet its obligations.

In working towards the vision and the concerns expressed, the committee
established three primary goals.

1' Simplify billing, collection, accounting, distribution and reporting of all
revenue

2. De-earmark revenue and eliminate expenditure mandates for local
government

3. Create a rational, dependable, stable funding structure for cities and
counties

Because the current Montana financial relationship among state, local and school
finances is so complex and administratively cumbeisome, the committee
proposals require significant change from state agencies, counties, cities and
schools. However, other than simplifying, de-earmarking, and removing
limitations on local government, there is no intent to change the funding level or
programs offered by any government entity. Due to de-earmarking, government
entities may have more open revenue and budget reviews by the legislature and
city and county commissioners.

A significant impact of the committee proposals is the trust that both state and
local government officials must establish between themselves. The legislature
will have less control over local government, and local government will have the
right to receive an Entitlement Share of the general fund without specific revenue
or expenditure requirements. Building this trust level will be a challenge. To
expedite the trust building, local government audit provisions have been
strengthened and local qovernment financial laws have been revised to allow
giqnificantly more local financial flexibility and authority. inW
treasurers become even more imporlant to the local government officials. Their
acceptance of the responsibility to account for all funds and establish accounting
systems is very important to the trust building among all the state and local
government entities. As the state gives more autonomy to local government, the
county clerk and recorders, in their function as budgeting and accounting
personnel, will make a major contribution in strengthening and demonstrating the
local govern ment accou ntabil ity requ irements.



The charge given to the committee was broad and comprehensive. We have
done our best to address the most significant changes to begin building a real
partnership and respectful working relationship among all government entities.

We would like to thank the many individuals who assisted the committee. The
county treasurers, county clerk and recorders, county commissioners, city
treasurers and city managers were extremely helpful. The Montana League of
Cities and Towns and Montana Association of Counties attended every meeting
and provided valuable insight. State agencies attended the meetings and
assisted with committee requests. Four agencies provided the core of the
research and analysis, the office of Budget and Program Planning, the
Legislative Fiscal Division, the Office of Public lnstruction and the Department of
Revenue. Many more individuals, too numerous to list, assisted the committee.
The committee members could not have completed the work without everyone's
help.

We would like to thank you for the opportunity to serve our state in this capacity.
It has been a comprehensive task, which has enhanced our knowledge of
Montana government operations and brought a great appreciation of the
dedication that Montana public officials and staff have to public service.

We request your serious consideration of the proposals and your assistance in
advancing these recommendations in the Montana Legislature.
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SB 184 Vision

We are dedicated

to a partnership among

state, county, city and school districts
that is based on

mutual trust and respect

for local authoritv.



Primary Committee Goals

. Simplify billirg, collection, accounting,
distribution and reporting of revenue

. De-earmark revenue and eliminate
expenditure mandates for local government

. Create a rational, dependable, stable funding
structure for cities and counties

Establishing Nlutual Trust
. Provide significantly more local government

financial flexibility and authority
. Exert less legislative control over local

government
. Offer an Entitlement Share of the state general

fund without specific revenue or expenditure
requirements



Major Recommendation Areas
. Revenue and Expenditure Changes

' Entitlement Share
. Property Tax Limit
. TIFs, Countywide School Funds
. Schoots K-12
. Budget and Accounting
. De-earmarking and Mandate Guidelines
. Local Option Sales Tax
. Local Option Realty Transfer Tax
r State and Local Gov. Relationship Committee

Revenue Changes
State Government Revenue Increases
r Motor vehicle fees, taxes $79.3 million
: Gambling revenue 27.8 million
r Financial institutions 8.4 million
r Alcohol related taxes 4.0 million
r District court fees, fines L.9 mitlion
r PILT - DNRC - FWP 0.9 million
r All other L.7 million
r Eliminate prop. tax reimbursement 76.0 million

Total Revenue Change $200.0 million



Expenditure Changes

r State Pays for Welfare $14 million

t State Pays for District $20.8 million
Court Funding

Total Change $34.8 million

lt{et Financial Change

Revenue Change - $200.0 million
Expenditure Change = 34.8 million

Net Change = $165.1 mittion



I\et Impact by
Local Government Entity

Entitv
Counties

Cities
TIFs
Schools K-12
County Retirement
County Transport.

($ million)

FYO2 FYO3

$36.3

45.4

4.8

65.0

10.4

2.3

$sz.s

46.8

4.8

65.0

7.9

2.2

Local Government
Entitlement Share

Purpose: To replace county and city revenue with a
stable, growing revenue source

. State general fund statutory appropriation

. Sets a Growth Rate Index
: 70Vo of the 5-year rolling average of the state gross

domestic product and personal income
r FY02 =3.2Vo,FY03 =3.IVo



Entitlement Share Allocation
. Short-termallocation

r Base allocation, which increases for inflation
r Remaining funds allocated by population

t Long-term allocation study
r Tax capacity, tax burden and mill levy disparities

r Other relevant factors

Property Tax Limit
. An overall property tax limit

r Provides at least 2Vo rcvenue growth for FY02

r Long-term growth factor: average of I/2 of last

3 years' inflation rates

r Eliminates "levy it or lose it" for property taxes

r Better defines "newly taxable property"

I Elimination of other statutory mill levy caps
r Except for 2 mill emergency levy
r May need to clarify statutes in special cases



TIFs, Countywide School Funds
. TIFs

r Replacement payment based on FY01 level
. County Retirement

r Payment based on FY01 level, reduced for HB20
and SB417 phase-outs

r Property tax reimbursement reduction - $2,645,275
for FY02 and $5,290,550 for FY03

r CountyTransportation
r Replacement payment based on FY01 level

Schools K-12
. Block Grant

: Office of Public Instruction (OPD distributes
r Based on prior-year revenue to be replaced, with HB

540 flat vehicle fee annualized
: Paid in November and May
r Permanent allocation determined by a study of school

funding - 2003 biennium
r Block Grant will sunset June 30.2003



{Jniform Laws fbr

Budget and Accounting
r f, single set of laws for local governments

r Amends or repeals more than 80 existing countylcity
laws

. Simplifies accountingrequirements

. Expands local financial flexibility
r Establishes county and city financial oversight

and authority for mill levies, fees
. Expands, strengthens Dept. of Commercets

reporting and audit responsibilities

Budget and Accounting
(continued)

. All-inclusive definition of ttlocal governments"

' Establishes new reporting requirements for
special purpose districts -- effective date
delayed one year to implement

. Eliminates detailed accounting provisions



Budget and Accounting
{continued)

, "...does not provide for the consolidation or
reassignment of any duties of elected county
offrcials.tt

' County or municipal treasurers to have custody
of all public money, including special
authorities and districts

. Creates budget flexibility for selected fund
types and fee-based budgets

Budget and Accounting
(continued;

. Allows for judgement levies to be outside the
property tax limit

. AII mill levies subject to an elected county or
municipal board, including library and airport

I An extended deadtine for setting tax levies if
certified taxable values are received late



De-earmarking and
Mandate Guidelines

' Establishes guidelines for earmarking revenue
to local government

. Provides for continuous review of earmarked
revenue

. Clarifies the process of establishing and
funding state mandates for local governments

Local Option Sales Tax

' Authorizes local option limited sales tax
. By vote of the electorate

r Specify use of tax in election process

r Tax rate up to 4Vo

r Tax on tourist items

r Provides for sharing among urban and rural counties

r May not be levied on the same transaction by more
than one local government



Local Option Realty Transfer
Tax

' Authorizes local option realty transfer tax
. By vote of the electorate
: Specify use as dedicated to improving infrastructure
r Tax rate up to lVo

t 80Vo for the local community and 20Vo for a state-
operated program

r May not be levied on the same person or transaction by
more than one local government

r Some exemptions

State and Local Government
Relationship Committee

I I temporary committee (4 years) composed of
legislators and local officials. Will operate similar to the Environmental
Quality Council for state and local government
issues

. Will work to resolve issues by bringing together
knowledgeable people who understand citizen
concerns, state interests and local government



Committee Purpose
' Promote and strengthen local governments
. Consider common problems
r Provide a forum for state oversight of local

functions, realistic local autonomy and
intergoYernmental cooperation

' Identify, promote desirable allocation of state
and local functions, responsibilities and
revenue

. Promote concise, consistent and uniform laws
and regulations for local government

REVENUE TRAI{SFERS
. Simplify billirg, collection, accounting,

distribution and reporting of revenue*
* From Primary Committee Goals

BEFORE
and

AFTER
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Gaming Revenue

-As Is
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Non-levy Revenue * As Is

Nonlevv Revenue -To Be



Motor Vehicle Fees In Lieu of Property Tax
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Entitlement Share

County Govflmot:

Countywidc Rctironrnt
Co@tywide'ltanspofl alion
Misftllansus Districts

The State General Fund Transfers An
Entitlement PaymentTo Cities/Towns,
Counties, And Schools, Which Approximately
Matches The Local Government Loss ln
Revenue Due To The Revenue Shift During
Fiscal Year 2001. For Fiscal Year 2002 And
2003 The Entitlenent Share Will Grow At A
Rate Of 3.2Eo And 3.1 7o Respectively. In The
Following Years The Entitlement Share Will
Grow According To A Measure Of Economic
Conditions ln The State



(This spreadsheet updated July 25,2001)

This spreadsheet will contain the revenue matrix and instructions necessary
for calculating the entitlement share.

The spreadsheet contains four tabs: Last Update

Tab 1: Introduction (this page). July 25,2001
Tab 2: The Revenue Matrix July 16, 2001

Tab 3: Instructions. July 25, 2001

Tab 4: H8540 Annualzation Factors July 24,2001
Tab 5: Frequently Asked Questions (FAO) July 25, 2001

The Revenue Matrix is presented at this time to allow local governments the opportunity
to explore the impact of H8124. It is likely that the matrix will change between now
now and the time the caclulation of the entitlement share is made. Changes will be
made as people begin to work with the matrix and offer suggestions that will improve
on this important process.

I will continue to work on the matrix and instructions. I welcome your thoughts
and suggestions.

Brad Simshaw bsimshaw@state.mt.us
Montana Department of Revenue

(more)

I



Instructions

H8124 changed the distribution of several local government revenue sources. In addition, H8124 transfers
the cost of welfare and district courts to the state. The revenue distribution changes and the state assumption
of welfare are effective for fiscal year 2Q02. The state assumption of district courls will be effective in fiscal
year 2003 and does not include the assumption of the clerk of district courts. Entitlement share payments
will be made to local governments (four quarlerly payments) in each fiscal year beginning in fiscal year 2002.
A growth rate will be applied annually to the entiflement share payments.

Concept: H8124 was not designed as a revenue gainer or loser for local governments or state government.
The result of the revenue loss (change in revenue distribution), expenditure savings (state
assumption of welfare and district courts), and the entitlement share payments should leave
local governments and state government harmless. That is why it is important to be as accurate
as possible in filling out the revenue matrix.

The goal of this revenue matrix is to accurately measure the amount of revenue that will no
longer flow directly to local government. The loss of the revenue sources will be replaced
by the entitlement share payments.

Goal

(more)

L

The Matrix: The revenue matrix is a row and column table.

Columns (RevenueSources)

The columns represent revenue sources for local government under old law. Local governments
received revenue from these sources in fiscal year 2001. Not all local governments received revenue
from all the sources. Local governments are defined as county governments (including miscellaneous
districts such as fire districts) and city/town governments. The revenue matrix does noi apply to
schools. For counties only county government (including miscellaneous districts) revenues are to
be listed. For city/towns only city/town revenues are to be listed.

Listed with each revenue source is the MCA cite and the BARS revenue account number. The
revenues are split into two groups. The first group, columns 1-A through 1-Q, are state shared
revenues. Each has a BARS account beginning with 335. The second group, columns 2-A
trhough 2R, are vehicle revenues that are collected by the county treasruerand sent to iocal
governments. Included in each group are some columns intentionally left empty. lf we find
that it is necessary to add a column we will have a spot for it. For example, in working on @ore)
an earlier version of the revenue matrix with Norm Klein it was decided to solit one of the columns I

inio three columns. Having the space already available (if necessary) for a new column heading +
will save the trouble of repositioning and renumbering the existing columns.

Rows (Funds)

The rows represent funds. A list of funds has been included. While the list of funds is tailored
for county governments it can be used by city governments also. Not all governments will have
all thefundslisted. lfthatisthecase,goaheadandleavethatrowblank. lfyouhaveafund
that is not listed, go ahead and write over a fund that you do not have. lf you need to list more
funds then are listed then go ahead and insed rows into the matirx. Inserting rows before the last
item (the third "other" towards the bottom of the list of funds) will ensure that the values in the
inserted rows will be included in the sum functions in the total row.

County governments please note the listing of a fund for fire districts in rows 34 and 35. Miscellaneous
districts (fire, misquito, etc.) may be impacted by the changes in revenue flow in H8124. These
impacts are to be measured and wlll be included in the entitlement share pavment to the countv.



To calculate the entitlement share payment lt is not necessary to know the impact to each fund.
In H8124 is language which addresses the allocation of the entitlement share payment to special
districts. "The county or consolidated local government is responsible for making an allocation from
the couniy's or consolidated local government's of the entitlement share pool to each special district (more)
within the county or consolidated local government in a manner that reasonable reflects each special I

district's loss of revenue sources listed in subsection (1)" (Secfiorn 1 subsection 4 H8124). The t
purpose of listing the revenue impacts on funds is to assist local government officials in allocating V
the entitlement share payments to funds and special districts.

Ce//s (mpact of the Revenue Changes in Fiscal year 2001 Dollars)

The values to be keyed into the cells should be fiscal year 200'l numbers. A value in a cell will
reflect the amount of fiscal year money from the revenue source that flowed to the fund. For
example, listing $10,000 under the revenue source video gambling apportionment (column 1-F)
and in the general fund row would indicate that, in fiscal year 2001, the general fund received
$10'000 in revenue from the revenue source video gambling apportionment.

Most cells will be blank. This is because funds do not receive revenue from each revenue source.
In many cases the revenue source may have a value in only one cell. For example, revenue from
video gambling apportionment may all go into the general fund. But a revenue source like the corporate
license tax, being a non-levy revenue source, is a revenue source for manv funds.

It is important to understand clearly the revenue source that H8124 is changing. As an example take
tne revenue source Wine Tax Apportionment (1-C). Before HB124 the distribution of the wine tax was
5% to counties, 5% to cities, 59% to the state general fund, and 31% to the Department of Public
Health and Human Services (DPHHS) for the treatment and prevention of alcoholism. HBi24 amended (mnra1
the law by taking the 10% that formerly went to counties and cities and routing it to the state general '"'"r'"'
fund. The amendments did not change the 31% that is distributed to DPHHS. As a result of the I

amendments in H8124 counties and cities will each lose their 5% share of the wine tax. The fiscal v
year 20Q1 revenue from the 5% is what should be listed in this column. The column should not list
any money that a fund received from the alcohol rehabilitation apprtionment from DPHHS. Even
though there is an alcohol rehab fund listed on the matrix it would show a value only if thatfund
received money from the 5% wine tax apportionment (BARS 335 015). The alcohol rehab fund
should not list any amount of revenue received from the DPHHS alcohol rehabilitation appportionment
program (BARS 335 005). There is no change to the DPHHS alcohol rehabilitation apportionment
program. DPHHS continues to receive 31% of wine tax monies and will continue the program as in
past years.

Another example of this is the weed control fund. This fund should not list any revenue received from
the Department of Agriculture from the weed program (BARS 334 025). The weed program is unchanged
by H8124 (the Department of Agriculture will still receive revenue for the weed program from vehicle
registration). However, the weed control fund may have received revenue in fiscal year 2001from revenue
sources that are changed by H8124. lf the weed control fund has a mill levy, then the fund will have
received non-levy revenue from the corporate license tax, S8184 reimbursements, and motor vehicle
flat fees.

(more)



H8540 Annualization of Liqht Vehicles:

H8124 requires that the amount of revenue from light vehicle fees be annualized under the H8540 flat fee
system. That is, the actual fiscal year 2001 light vehicle revenue collections need to be adjusted to reflect a
value that represents what the collections would have been had H8540 been in place for the entire fiscal year.
The annualization adjustment factor has been calculated for each county. These can be found in a table
in the MV Allocation Factor tab. For example, the factor for Cascade Countv is 0.908. The factor for
McCone Countv is 0.895.

For Cities and Towns, use the factor for your county. For example, Townsend would use 0.888, the factor
for Broadwater County. Dillon would use 0.872, the factor for Beaverhead County.

The factor is to be placed into cell F6 of the revenue matrix. The headings currently there look like this:

Light Vehicle Tax A,nnualized for H8540
H8540 Annualization Factor 0.500

The value of 0.500 is to be replaced with the the adjustment factor for your county or city/town. Placing the
factor in this appropriate position will ensure that the factor is used in the formulas in column 2-C.

There have been several common questions regarding the revenue matrix. To view the questions ano answers go
to the FAQ tab.

om of Sheet
i;,:i:ili : ::,::::::=, i;.

t



Motor Vehicle Allocation Factor

This tab contains a description of the H8540 annualization factor. A table containing the county factors
is below the description.

Annualization of H8540 Light Vehicle Revenue

Part of the H8124 eniitlement share calculation is the revenue from lighl vehicle fees. The base year for the fees
isfiscal year2001. Forthefirsthalfofthefiscal yearlightvehiclesweresubjecttoal.4o/oadvaloremtax. Forthe
second half of ihe fiscal year the ad valorem tax was replaced by the flat fee system under H8540. Because of
this the actual revenue from light vehicle fees for fiscal year 2001 will be a combination of revenue generated
from the ad valorem tax system and the flat fee system.

H8124 requires that the amount of revenue from tight vehicle fees be annualized under the H8540 flat fee
system. That is, the actual fiscal year 2001 light vehicle revenue collections need to be adjusted to reflect a
value that represents what the collections would have been had H8540 been in place for the entire fiscal year.
It is expected thal the annualized amount will be less than the actual amounts.

To annualize the light vehicle revenue an adjustment factor will be applied to actual fiscal year 2001 revenues.

An adjustment factor will be calculated for each county. The adjustment facior will be calculated by comparing
the revenue generated from the currenl Iaw system (half ad valorem and half flat fee) to the revenue generated
under a full year of HB540. The amounts under both svstems will come from simulations on the CY 2000
vehicle database.

The adjustment faclor will be the ratio of the full-year H8540 simulated revenue to the hallyear S8240/H8540
combination. For example, if the amount under the full year of H8540 is $88,000 and the amount under the
combination of y2yeat at 1A% and y2 yeat at H8540 iS $1 00,000, then the adjustment factor would be 0.88
($88,000/$100,000). The adjustment factor of 0.88 would be applied to the actual fiscal year 2001 light
vehicle collections.

+ I FullYearatHB540: $88.000

e l/2 Year at 1.4% = S55,00O e l/2YearatHB540-$45,000 +



H8124 Annualization Factor Simulation-
H8540 Light Vehicle Fee Annualized
Using Calendar Year 2000 Database

fsB ,60 H"tf year l
f-- couNry 

*_l 
I r.+z R"t.-oro L"* |

H8540 Half Year
Flat Fee-Current Law

I H8540 Full Year I

I Flat Fee-Current Law I lE"t"n
01 Silver Bow
02 Cascade
03 Yellowsione
04 Missoula
05 Lewis and Clark
06 Galla{n
07 Flathead
08 Ferous
09 Powder River
10 Carbon
11 Phillips
12 Hiil
13 Ravalli
14 Custer
15 Lake
'16 Dawson
17 Roosevelt
18 Beaverhead
19 Chouteau
20 Vallev
21 Toole
22 Big Horn
23 Musselshell
24 Blaine
25 Madison
26 Pondera
27 Richland
28 Powell
29 Rosebud
30 Deer Lodge
31 Teton
32 Stillwater
33 Treasure
34 Sheridan
35 Sanders
36 Judith Basin
37 Daniels
38 Glacier
39 Falion
40 Sweet Grass
41 Mccone
42 Caftel
43 Broadwater
44 Wheatland
45 Prairie
46 Granite
47 l\4eagher
48 Libertv
49 Park
50 Garfield
51 Jefferson
52 Wibaux
53 Golden Valley
54 Mineral
55 Petroleum
56 Lincoln

$ 1,110,786
2,324,223
4,737,741
3,283,289
2,013,772
2,71 8,398
2,975,824

410.377

443,926
145,174
481,1 15

1 ??7 46"

8'13,190
s23.686
214,182
316,296
172,578

1 R? qO?

228,839

161.852
360,889
172,582
362,935
196,211
271,701
321,351
214,717
356.'189
26,646

177,861
334,731
a4 57?,

79,961
1 89,789
1 15,510

175.403
74,919
49,075

154,654
60,280
40,769

1 37,1 99
73,265
74.445

634,282
40,680

417,258
42,946
32,946

121 ,603
2A qAA

603,796

$ 973,936
2,067,907
3,939,097
2,725,143
1,662,744
1,966,880
2,214,739

380.003
77,802

312,757
141 ??A

484.188
995,20s
347,918
639,022
314.A43
191,914
299,480
220,997
255,625
178,517
228,912
132,035
158.729
286,839
187,086
359,080
174.641
272,181
262,548
233,406
313.638
38,654

1 60,1 59

94.357
89,489

217,792
135,281
143,634
94,064
50,1 79

148,182
71.O28
47,989

102,429
63,424
90.796

483,756
56,437

334,031
35.549
34,834

101,049
24,560

$ 1,906,262
3,987,347
7,734,060
5.385,255

3,320,029
4,016,657
4,498,488

689.481

141,237
637,775
aaa aa1

869,286
2,012,205

636,620
1,277,767

572,921
363,431
536,664
352,932
474.840
324,483
412,768
261,089
282.992
544,510
326,767
638,293
338.989
491,387
532,293
400,739
587,529
60,401

296,043
5 r 7,858
1 56,1 64
151,280
371,963
224,648
268.717
1ql loo

268,793
117.461
79,620

207,139
117,476
145,693
964,078

86,201
655,205

69.72e
60,300

201,892
42,221

953.461

0.914
0.908
0.891
0 Rqa
n qn1

0.857
0.866
n a7?

0.850

0.843
0.894
0.901
0.866
0.898
0,880
0.898
0.895
0.872
0.897
0.893

0.895
0.902
0.871
0.883

0.841
0.909
0.883
0.904
0.903
0.912
0.894
0.878
0.925
0.876
0.866
0.873
0.893
0.913
0.896
0.442
0.895
0.862
0.888
n nq6

0.897
0.864
0.857
0 482

0.862
0.888
0.872
0.888
0.890
0.907
0.853
0.885

f-t"t"*rd"r.t"r"l lT 31J,)4p?6 | ll ,6J81pgtl iT s1t8r,064 | f o"ssE

Note: SB260Revenueinlhissimulationdoesnolincluderevenuefromthestateassumptionofwelfareg-mil's
in the assumed counties.

Note: H8540 Revenue in this simulation does not include revenue from,'new vehicles".



Frequently Asked Questions:

1 ls the video gambling machine permit fee ($200) included in the revenue matrix?

No. HB124 changed only the revenue distribution of the 15% of the gross income tax. H8124 did
not change the $200 permit fee.

2 Given the mix-up in the corporate license tax payments, what figure should I report?

Report what you would have received in fiscal year 2001 from corportate license tax had the payments
been made correctly and timely. For example, suppose you were originally underpaid and a correction
payment was made to you this July. We want to count as fiscal year 2001 revenue the original payment
and plus the correction payment. lf you were overpaid, we want to report the corrected amount, not the
overpayment amount.

3 Whai if I received a payment in fiscal year 2000 that was a correction to a fiscal year 2000 payment?

(more)

I

I

V

The correction payment should not be counted as fiscal year 2001revenue.

4 What about the local option vehicle tax?

H8124 did not change the local opiion vehicle tax. This will still be local revenue and should not be included
anywhere in the revenue matrix.

5 Are property taxes on the matirx anywhere?

No. HBl24didnotalterthedistributionofpropertytax. Thereshouldnotbeanypropertytaxrevenueinthe
matrix.
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ENTITLEMENT SHARE

15'1-121. Entitlement share payment -- appropriation. (1) The amount calculated pursuant to this subsection, as
adjusted pursuant to subsection (3)(a)(i), is each local government's base entitlement share. The department shall
estimate the total amount of revenue that each local government received from the following sources for the fiscal
year ending June 30, 200'1:

(a) personal property tax reimbursements pursuant to sections 167(1) through (5) and 169(6), Chapter 584, Laws
nf 1 OQO'

(b) vehicle, boai, and aircraft taxes and fees pursuant to:
(i) Title 23, chapter 2, part 5;
(ii) Title 23, chapter 2, part 6;
(iii) Title 23, chapter 2, part B;
(iv) 61-3-31 7;
(v) 61-3-32'1 ;

(vi) Title 61, chapter 3, part 5, except for 61-3-509(3), as that subsection read prior to the amendment of 61-3-
509 in 200'l:

(vii) Title 6'1, chapter 3, part 7;
(viii) 5% of the fees collected under 6'1 -10-j22:
(ix) 61-10-130;
(x) 61-10-'148; and
(xi) 67-3-205;
(c) gaming revenue pursuant to Title 23, chapter 5, part 6, except for the permit fee in 23-5-612(2)(a);
(d) district court fees pursuant to:
(i) 25-1-201, except those fees in 25-1-201(1Xd), (1Xg), and (1Xj);
(ii) 25-1-202;
(iii) 25-9-506; and
(iv) 27-9-103;
(e) certificate of title fees for manufactured homes pursuant to 15-1-1 '16;
(f) financial institution taxes collected pursuant to the former provisions of Tifle 15, chapter 31 , part 7;
(g) all beer, liquor, and wine taxes pursuant to:
(i) 16-1-404;
(ii) 16-1-406; and
(iii)'16-1-411;
(h) late filing fees pursuant to 6j-3-220;
(i) title and registration fees pursuant to 61-3-203;
(j) veterans' cemetery license plate fees pursuant to 61-3-4bg;
(k) county personalized license plate fees pursuant to 61-3-406;
(l) special mobile equipment fees pursuant to 6.1-3-431;
(m) single movement permit fees pursuant to 61-4-3.j0;
(n) state aeronautics fees pursuant to 67-3-101; and
(o) departmentof natural resources and conservation payments in lieu of taxes pursuanttoTiile TT,chapter 1,

oart 5.
(2) (a) From the amounts estimated in subsection (1) for each county government, the department shall deduct

fiscal year 2001 county government expenditures for district courts, less reimbursements foi Oistrict court expenses,
and fiscal year 2001 county government expenditures for public welfare programs to be assumed by the state in
fiscal year 2002. t

(b) The amount estimated pursuant to subseciions (1) and (2)(a) is each local government's base year
component. The sum of all local governrnents' base year components is the base year entitlement share pool. For
the purpose of calculating the sum of all local governments' base year componenti, the base year component for a
local government may not be less than zero.

(3) (a) The base year entitlement share pool must be increased annually by a growth rate as provided for in this
subsection (3). The amount determined through the application of annual growth rates is the entitlement share pool
for each fiscal year. By October 1 of each even-numbered year, the depariment shall calculate the growth rate of
the entitlement share pool for each year of the next biennium in the following manner:



(i) Before applying the growth rate for fiscal year 2007 to determine the fiscal year 2007 entitlement share
payments, the departmeni shall subtract from the fiscal year 2006 entitlement share payments the following
amounts:

NOTE: The specifc dollar amount that each county and municipality's Entitlement Share
was reduced as the offset for the State assumption of the responsibility of funding and
administering the Public Defender Program is included in the law at this point. I have
de;eted that list from this handout to reduce the number of pages to print.

(ii) The department shall calculate the average annual growth rate of the Montana gross state product, as
published by the bureau of economic analysis of the United States department of commerce, for the following
periods:

(A) the last 4 calendar years for which the information has been published; and
(B) the 4 calendar years beginning with the year before the first year in the period referred to in subsection

(3XaXiiXn).
(iii) The department shall calculate the average annual growth rate of Montana personal income, as published by

the bureau of economic analysis of the United States department of commerce, for the following periods:
(A) the last 4 calendar years for which the information has been published; and
(B) the 4 calendar years beginning with the year before the first year in the period referred to in subsection

(3)(a)(iii)(A).
(b) (i) The entitlement share pool growth rate for the first year of ihe biennium rnust be the following percentage

of the average of the growth rates calculated in subsections (3)(a)(ii)(B) and (3)(a)(iii)(B):
(A) for counties, 54%;
(B) for consolidated local governments, 620/o., and
(C) for incorporated cities and towns, 70%.
(ii) The entitlement share pool growth rate for the second year of the biennium rnust be the following percentage

of the average of the growth rates calculated in subsections (a)(a)(ii)(A) and (3)(a)(iii)(A):
(A) for counties, 54%;
(B) for consolidated local governments, 62o/oi and
(C) for incorporated cities and towns, 70%.
(a) As used in this section, "locat government" means a county, a consolidated local government, an incorporated

city, and an incorporated town. A local government does not include a tax increment financing district provided for in
subsection (6)' For purposes of calculating the base year component for a county or consolidlted local governrnent,
the department shall include the revenue listed in subsection (1) for all special diitricts within the county or
consolidated local government. The county or consolidated local government is responsible for making an allocation
from the county's or consolidated local government's share of the entitlement share pool to each special district
within the county or consolidated local government in a manner that reasonably reflects each speiial district's loss
of revenue sources listed in subsection (.1).

(5) (a) The entitlement share pools calculated in this section and the block grants provided for in subsection (6)
are statutorily appropriated, as provided in 17-7-502,from the generalfund toihe department for distribution to local
governments. Each local government is entitled to a pro rata share of each year's eniitlement share pool based on
the local government's base component in relation to the base year entitlement share pool. The distributions must
be made on a quarterly basis.

(b) (i) The growth amount is the difference between ihe entltlement share pool in the current fiscal year and the
entitlement share pool in the previous fiscal year. For the purposes of subsection (5)(b)(ii)(A), a county with a
negative base year component has a base year component of zero. The growth factor in the entiflement share rnust
be calculated separately for:

(A) counties;
(B) consolidated local governments; and
(C) incorporated cities and towns.
(ii) ln each fiscal year, the growth amount for counties must be allocated as follows:
(A) 50% of the growth amount must be allocated based upon each county's percentage of the base year

entitlement share pool for all counties: and



(B) 50% of the growth amount must be allocated based upon the percentage that each county's population bears
to the state population not residing within consolidated local governments as determined by the latest interim year
population estimates from the Montana department of commerce as supplied by the United States bureau of the
census.

(iii) ln each fiscal year, the growth amount for consolidated local governments must be allocated as follows:
(A) 50% of the growth amount must be allocated based upon each consolidated local governmeni's percentage

of the base year entitlement share pool for all consolidated local governments; and
(B) 50% of the growth amouni musi be allocated based upon the percentage that each consolidated local

government's population bears to the state's total population residing within consolidated local governrnents as
determined by the latest interim year population estimates from the Montana department of commerce as supplied
by the United States bureau of the census.

(iv) In each fiscal year, the growth amount for incorporated cities and towns must be allocated as follows:
(A) 50% of the growth amount must be allocated based upon each incorporated city's or town's percentage of the

base year entitlement share pool for all incorporated cities and towns; and
(B) 50% of the growth amount must be allocated based upon the percentage that each city's or town's population

bears to the state's total population residing within incorporated cities and towns as determined by the latest interim
year population estimates from the Montana department of commerce as supplied by the United States bureau of
the census.

(v) In each fiscal year, the amount of the entitlement share pool not represented by the growth amount is
distributed to each local government in the same manner as the entitlement share poolwas distributed in the prior
fiscal year.

(O) (a) lf a tax increment financing district was not in existence during the fiscal year ending June 30, 2000, then
the tax increment financing district is not entitled to any block grant. If a tax increment financing district referred to in
subsection (6)(b) terminates, then the block grant provided for in subsection (6)(b) terminates.

(b) One-half of the payments provided for in this subsection (6)(b) must be made by November 30 and the other
half by May 31 of each year. Subject to subsection (6)(a), the entitlement share for tax increment financing districts
is as follows:

Cascade Great Falls - downtown $468.966
Deer Lodge TIF District 1 3,148
Deer Lodge TIF District 2 3.j26

Kalispell-Districtl 758,359
Kalispell- District 2 5,153
Kalispell- District 3 41,368
Whitefish District 164.660

Gallatin Bozeman - downtown 34,620
Lewis and ClarkHelena - #2 731,614

Flathead
Flathead
Flathead
Flathead

Missoula
Missoula

Missoula - 1-18 &'1-1C 1,100,507
Missoula - 4-1C 33,343

Silver Bow Butte - uptown 283,801
Yellowstone Billings436,815

(7) The estimated base year entitlement share pool and any subsequent entitlement share poolfor local
governments do not include revenue received from countywide transportation block grants.

(B)(a) lf revenuethatisincludedinihesourceslistedinsubsections(1)(b)through(1)(o)issignificantlyreduced,
except through legislative action, the department shall deduct the amount of revenue loss from the entitlement
share pool beginning in the succeeding fiscal year and the department shall work with local governments io propose
legislation to adjust the entitlement share pool to reflect an allocation of the loss of revenue.

(b) For the purposes of subsection (B)(a), a significant reduction is a loss that causes the amount of revenue
received in the current year to be less than g5% of the amount of revenue received in the base year.

(9) A three-fifths vote of each house is required to reduce the amount of the entitlement share calculated
pursuant to subsections (1) through (3).

(10) Whentherehasbeenanunderpaymentof alocalgovernment'sshareoftheentitlementsharepool,the
department shall distribute the difference between the underpayment and the correct amount of the entitlement
share. When there has been an overpayment of a local government's entitlement share, the local government shall
remit the overpaid amount to the departrnent.



(11) A local government may appeal the department's estimation of the base year component, the entitlement
share pool growth rate, or a local government's allocation of the entitlement share pool, according to the uniform
dispute review procedure in 15-1-21 1 .

(12) Apaymentrequiredpursuanttothissectionmaynotbeoffsetbyadebtowedtoastateagencybyalocal
government in accordance with Title 17, chapter 4, part 1.

History: En. Sec. 1, Ch. 574, L. 2001; amd. Sec.4, Ch. '13, Sp. L. August 2002;amd. Sec. 1, Ch.236, L.2003;
amd. Sec. 1,Ch.252,1.2003; amd. Sec.4, Ch.399,1.2003; amd. Sec. 16, Cn.47Z,1.2003; amd. Sec. 2,Ch.
114,L.2005; amd. Sec. 14, Ch. 130,1.2005; amd. Sec.2, Ch. 163, L.2005; amd. Secs.21,77, Ch.449,1.2005;
amd. Sec. 12,Ch.596,1.2005; amd. Sec.1, Ch.210, L.2007 amd. Sec. 19, Ch. 2,L.2AA9.

Authority of Local Government to Levy Additional Mills to Make Up Difference Between Light Vehicle Tax
Reimbursement and Amouni Assessed for Fiscal Year 2001: In enactin g 15-1-121, the Legislature provided for a
reimbursement of an average of 88% of the amount lost by counties in light vehicle fee collections compared to the
amount that the counties actually received in combined fees and property taxes in fiscal year 2001. The legislative
intent was to simplify the collection and disbursement of county revenue while maintaining rough revenue neutrality
for the counties. Under 15-10-420, the Legislature also provided an inflation adjustment to the mill levy cap and
allowed for an increase in mill levy capacity for a decrease in reimbursements, in effect enabling local governments
to maintain for fiscal year 2002 the amount of revenue collected in fiscal year 2001 . Thus, a local government was
authorized to levy additional mills sufficient to make up the difference between the amount reimbursed by the state
for light vehicle fees and taxes under 15-1-121 and the amount of fees and taxes assessed by the local government
for fiscal year 2a01. 49 A.c. Op. 4 (2001).

FLOATING MILL

15-10-420. Procedure for calculating levy. (1) (a) Subject to the provisions of this section, a governmental entity
that is authorized to impose mills may impose a mill levy sufficient to generate the amount of property taxes actually
assessed in the prior year plus one-half of the average rate of inflation for the prior 3 years. The maximum number
of mills that a governmental entity may impose is established by calculating the number of mills required to generate
the amount of property tax actually assessed in the governmental unit in the prior year based on the current year
taxable value, less the current year's value of newly taxable property, plus one-half of the average rate of inflation
for the prior 3 years.

(b) A governmental entity that does not impose the maximum number of mills authorized under subsection (1)(a)
may carry forward the authority to impose the number of mills equal to the difference between the actual number of
mills imposed and the maximum number of mills authorized to be imposed. The mill authority carried forward may
be imposed in a subsequent tax year.

(c) For the purposes of subsection (1)(a), the department shall calculate one-half of the average rate of inflation
for the prior 3 years by using the consumer price index, U.S. city average, all urban consumers, using the 1982-84
base of 100, as published by the bureau of labor statistics of the United States department of labor.

(2) A governmental entity may apply ihe levy calculated pursuant to subsection (1Xa) plus any additional levies
authorized by the voters, as provided in 15-10-425, to all property in the governmental unit, including newly taxable
property.

(3) (a) For purposes of this section, newly taxable property includes:
(i) annexation of real property and improvements into a taxing unit;
(ii) construction, expansion, or remodeling of improvements;
(iii) transfer of property into a taxing unit;
(iv) subdivision of real property; and
(v) transfer of property from tax-exempt to taxable status.
(b) Newly taxable property does not include an increase in value that arises because of an increase in the

incremental value within a tax increment financing district.
(+) (a) For the purposes of subsection (1), the taxable value of newly taxable property includes the release of

taxable value from the incremental taxable value of a tax increment financing district because of:
(i) a change in the boundary of a tax increment financing districr;
(ii) anincreaseinthebasevalueof thetaxincrementfinancingdisirictpursuanttoT-15-4287;or
(iii) the term!natlon of a tax increment financing district.



(b) lfataxincrementfinancingdistrictterminatespriortothecertificationoftaxablevaluesasrequiredinl5-10-
202, the increment value is reported as newly taxable property in the year in which the tax increment financing
district terminates. lf a tax increment financing district ierminaies after the certification of taxable values as required
in 15-1 0-202, the increment vatue is reported as newly taxable property in the following tax year.

(c) For the purpose of subsection (3)(a)(ii), the value of newly taxable class four properiy'that was constructed,
expanded, or remodeled property since the completion of the last reappraisal cycle is the current year rnarket value
of that property less the previous year market value of that propeny.

(d) For the purpose of subsection (3)(a)(iv), the subdivision of real property includes the first sale of real property
that results in the property being taxable as class fourproperty under 15-6-134 oras nonqualified agricultuial land
as described in 15-6-133(1)(c).

(5) Subject to subsection (B), subsection (1)(a) does not appty to:
(a) school district levies established in Tiile 20'; or
(b) a mill levy imposed for a newly created regional resource authority.
(6) Forpurposeso-fsubsection(1)(a),taxesimposeddonotincludenetorgrossproceedstaxesreceivedunder

15-6-131 and 15-6-132.
(7) lndeterminingthemaximumnumberofmillsinsubsection(1)(a),thegovernmentalentitymayincreasethe

number of mills to account for a decrease in reimbursements.
(B) The department shall calculate, on a statewide basis, the number of mills to be imposed for purposes of 1b-

10-108, 20-9-331 , 20-9-333, 20-9-360, and 20-25-439. However, the number of mills caiculated OV tnb departrnent
may not exceed the miil levy limits established in those sections. The rnill calculation must be established in tenths
of mills. lf the mill levy calculation does not result in an even tenth of a mill, then the calculation must be rounded up
to the nearest tenth of a miil.

(9) (a) The provisions of subsection (1) do not prevent or restrict:
(i) a judgment levy under 2-9-316, 7-6-401 S, or T-7-2202:
(ii) a levyto repaytaxes paid under protest as provided in 1s-1-402:
(iii) an emergency levy authorized under 10-3-405, 20-9-16g, or 20-15-326;
(iv) a levy for the support of a study commission under 7_3-184;
(v) a levy for the support of a newly established regional resoufce authority; or
(vi) the portion that is the amount in excess of the base contribution of a governmental entity's property tax levy

for contributions for group benefits excluded under 2-g-212 or 2-18-703.
(b) A levy authorized under subsection (9)(a) may not be included in the amount of property taxes actually

assessed in a subsequent year.
(10) A governmental entity may levy mills for the support of airports as authorized in 6z-1 0-402,62-1 1-301, or

67-11-302 even though the governmental entity has not imposed a levy for the airpori or the airport authority in
either of the previous 2.years and the airport oi airport authority has not been appropriated operating funds by a
county or municipality during that time.

(11) The department may adopt rules to implement this section. The rules may include a method for calculating
the percentage of change.in valuation for purposes of determining the elimination of property, new improvements,
or newly taxable property in a governmental unit.

History: En. sec. 1, ch.5B4, L. 1999; amd. secs.6, j6(1), ch. 11, sp. L. May2000;amd. sec. 1, ch. 191, L.
2001 ; amd. Sec' 1 , Ch.220, L.2001; amd. Sec. 3, Ch. 361, t-. zoot; amd. Sec. 3, Ch. 51 1, L.2001; arnd. Sec. 7,
Ch. 571 , L. 2001; amd. Sec. 94, Ch. 574, L.2A01; amd. Sec. 1, Ch. 1 1 S, L. 2003; amd. Sec. 1, Ch. 476, L. 2003;
amd. Sec' 3, Ch.376, L.2005; amd. Sec.3, Ch.545, L.2005; amd. Sec. 20,Ch.SZ1,L.200T;amd. Sec. 26,Ch.2,
L. 2009; amd. Sec. 3, Ch. 57, L. 2009; amd. Sec. 27, Ch. Ssr, L. 2009; amd. Sec. 3, Ch. 412, L. 2009; amd. Sec. 9,ch. 483, L. 2009.



UNFUNDED MANDATES

5'4'210. Estimate of fiscal impact on local government required. (1) A bill that, if
enacted, may require a local government unit to perform an activity or provide a service
or facility that requires a direct expenditure of additional funds without a specific means
to finance the activity, service, or facility in violation af 1-2-112 or 1-2-113 must be
accompanied, at the time that the bill is presented for introduction to the chief clerk of the
house of representatives or the secretary of the senate, by an estimate of all direct and
indirect fiscal impacts on a local government unit. The estimate of fiscal impacts must be
prepared by the budget director in cooperation with a local government unit affected by
the bill. The budget director has 10 days to prepare the estimate.

(2) The estimate must show in dollar amounts the increase in expenditures that
may be required by the bill. Comment or opinion relative to the merits of the bill may not
be included in the estimate. However, technical or mechanical defects may be noted.
Upon completion of the estimate, the budget director shall submit the estimate to the
requestor of the bill.

History: En. Sec.4, Ch. 416,L.1gg5.

1'2'112. statutes imposing new local government duties. (1) As provided in
subsection (3), a law enacted by the legislature that requires a local government unit to
perform an activity or provide a service or facility that requires the direct expenditure of
additional funds and that is not expected of local governments in the scope of their usual
operations must provide a specific means to finance the activity, service, or facility other
than a mill levy. Any law that fails to provide a specific means to finance any activity,
service, or facility is not effective until specific means of financing are provided by the
legislature from state or federal funds.

(2) Subsequent legislation may not be considered to supersede or modify any
provision of this section by implication. Subsequent legislation may supersede oi moOify
the provisions of this section if the legislation does so expressly.

(3) The mandates that the legislature is required to fund under subsection (1)
are legislatively imposed requirements that are not necessary for the operation of local
governments but that provide a valuable service or benefit to Montana citizens. includinq
but not limited to:

(a) entitlement mandates that provide that cerlain classes of citizens may
receive specific benefits;

(b) membership mandates that require local governments to join specific
organizations, such as waste districts or a national organization of regulators; and

(c) service level mandates requiring local governments to meet certain minimum
standards.

(4) Subsection (1) does not apply to:
(a) mandates that are required of local governments as a matter of constitutional

law or federal statute or that are considered neCessary'for the operation of local
governments, including but not limited to:

(i) due process mandates;
(ii) equal treatment mandates;
(iii) local government ethics mandates;
(iv) personnel and employment mandates;
(v) recordkeeping requirements; or
(vi) mandates concerning the organizational structure of local governments;



(b) any law under which the required expenditure of additional local funds is an
insubstantial amount that can be readily absorbed into the budget of an existing
program. A required expenditure of the equivalent of approximately 1 mill levied on
taxable property of the local government unit or $10,000, whichever is less, may be
considered an insubstantial amount.

(c) a law necessary to implement the NationalVoter Registration Act of 1993,
Public Law 103-31

History: En. 43-517, 4g-518 by Secs. 1,2, Cn. 275, L.1924; R.C.M . 1g4T , 43-
517,43-518; amd. sec. 1 ,ch.2j7,L. 1g79; amd. sec. 1,ch.416, L. 19g5; amd. sec. 1,
Ch.246, L. 1997; amd. Sec.4, Ch. 574,L.2001.
Compiler's Comments:

2001 Amendment: Chapter 574 in (1) in first sentence substituted "As provided
in subsection (3)" for "Except as provided in this section", near middle after "additional
funds" inserted "and that is not expected of local governments in the scope of their usual
operations", and at end substituted "a mill levy" for "mill levies or the all-purpose mill
levy"; deleted former (2) that read: "(2) The legislature may fulfill the requirements of this
section by providing for an increase in the existing authorized mill levies, the all-purpose
mill levy, special mill levies, or the remission of money by the state to local governments.
However, an increase in the existing authorized mill levies, the all-purpose irilt levy, or
any special mill levy must provide an amount necessary to finance the additional iosts,
and if financing is provided by remission of funds by the state, the remission must bear a
reasonable relationship to the actual cost of performing the activity or providing the
se.rvice or facility"; inserted (3) enumerating mandates legislaturels required tJ fund; in
(4) in introductory clause substituted "subsection (1)" fori'This section'i inserted (4Xa)
enumerating areas to which subsection (1) does not apply; in (4Xb) in second sentence
substituted "1 mill" for "0.1 mill or less" and after "unit" inserted'br $10,000, whichever is
less"; and made minor changes in styre, Amendment effective July 1 , zooj.

1-2'114. Bill restriction. (1) A bill may not be introduced enacting a new law or
amending an existing law to require a local government unit to perform an activity or
provide a service or facility that requires a direct expenditure of additional funds without
a specific means to finance the activity, service, or facility in violation of 1-2-112 or 1-2-
113.

(2) The estimate of fiscal impact provided in accordance with 5-4-210 must be
considered in determination of whether a bill is introduced in violation of subsection (1).

1-2'115. Enforcement. (1) A local government unit may use a remedy provided in
subsection (2), (3), or (4) to prevent the application of a law enacted in violation of 1-2-
112 or 1-2-113.

(21 A local government may, with the consent of a state agency charged with the
implementation of the law, arbitrate the application of the law pursuant to the Uniform
Arbitration Act.

(3) A local government unit may request a hearing before an administrative
agency charged with the administration of the law. A hearing held pursuant to this
section is a contested case proceeding pursuant to the Montana Administrative
Procedure Act. The decision of the agency may be appealed in accordance with Tifle 2,
chapter 4, part.7.

(4) A local government unit may bring a civil action in the district court of the
county in which the local government unit is located to prevent the application of a law
enacted in violation of 1-2-112 or 1-2-113. The state of Montana may be named as the
respondent or defendant in an action brought pursuant to this section.


